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DEPARTMENT  OF  HEALTH, 
EDUCATION,  AND  WELFARE 
Social  and  Rehabilitation  Service 
[45  CFR  Part  250] 

MEDICAL  ASSISTANCE  PROGRAMS, 
UTILIZATION  REVIEW 

Review  of  Utilization  of  Care  and  Services 

Notice  Is  hereby  given  that  the  regula¬ 
tions  set  forth  in  tentative  form  below 
are  proposed  by  the  Administrator, 
Social  and  Rehabilitation  Service,  with 
the  approval  of  the  Secretary  of  Health, 
Education,  and  Welfare.  The  proposed 
regulations  revise  the  existing  utilization 
review  regulations  for  the  medical  assist¬ 
ance  program  imder  title  XIX  of  the 
Social  Security  Act  to  eliminate  the  re¬ 
quirement  that  committees  review  uti¬ 
lization  of  non-institutional  care  and 
services.  The  following  specific  reqiUre- 
ments  are  established  for  review  of  in¬ 
patient  hospital  services  and  other  in¬ 
stitutional  services:  (1)  regarding  hospi¬ 
tal  services,  experience  indicates  t^t 
application  prospectively  of  norms  based 
on  average  length  of  stay  by  disease  en¬ 
tity  has  resiilted  in  a  decline  in  the  aver¬ 
age  length  of  stay  for  title  XIX  recipi¬ 
ents.  Therefore,  the  proposed  regiilatlons 
Include  requirements  to  establish  a  sys¬ 
tem  of  norms  based  on  length  of  stay; 

(2)  regarding  all  institutional  services. 
States  must  employ  procedures  for  prior 
authorization  of  the  service  and  for  re¬ 
view  on  a  timely  basis  thereafter  of  the 
continuing  need  for  the  service. 

These  standards  have  been  so  devel¬ 
oped  that  they  are  aligned  and  suppor¬ 
tive  of  the  implementation  of  Profes¬ 
sional  Standards  Review  Organizations 
(PSROs),  in  order  to  assure  effective 
administration  of  health  care  services. 

After  a  s\iitable  period  of  time,  these 
requirements  and  procedures  will  be  re¬ 
examined  and  any  necessary  changes 
made  to  improve  their  effectiveness. 

This  Notice  supersedes  the  one  pub¬ 
lished  March  30,  1971  (36  FB  5852) 
which  would  have  required  review  of 
need  for  inpatient  hospital  care  at  the 
same  time  intervals  for  all  patients.  As 
indicated  above,  review  now  will  be  re¬ 
lated  to  diagnosis. 

The  proposed  regulations  implement 
provisions  in  the  Social  Security  Amend¬ 
ments  of  1972  (sections  207  (in  part). 
237(a),  and  239(b)  (in  part)).  Pub.  L. 
92-603,  which  require  ttie  use  under  title 
XIX  of  the  utilization  review  committees 
and  procedures  for  review  of  inpatient 
hospital  services  and  skilled  nursing 
facility  services  established  by  title 
XVin  of  the  Social  Security  Act,  cer¬ 
tification  and  recertification  of  patient 
need  for  institutional  services  and  a  de¬ 
crease  in  the  Federal  medical  assistance 
percentage  for  institutional  care  pay¬ 
ments  imless  the  State  has  in  operation 
an  effective  program  of  control  over 
utilization  of  such  services  and  an  effec¬ 
tive  program  of  medical  review  and  in¬ 
dependent  professional  review. 

Concurrently,  45  CFR  250.23(b)(2)  is 
deleted  in  conformity  with  the  proposed 
regulation’s  requirement  for  the  use  of 
the  methods  of  utilization  review  for 


skilled  nursing  facility  services  estab¬ 
lished  by  tiUe  XVm. 

Prior  to  the  adoption  of  the  proposed 
regulations,  consideration  will  be  given 
to  any  comments,  suggestions,  or  objec¬ 
tions  thereto  which  are  received  in  writ¬ 
ing  by  the  Administrator,  Social  and 
Rehabilitation  Service,  Department  of 
Health,  Education,  and  Welfare,  P.O. 
Box  2372,  Washington,  D.C.  20013,  on  or 
before  February  8,  1974.  Comments  re¬ 
ceived  will  be  available  for  public  inspec¬ 
tion  in  Room  5224  of  the  Department’s 
offices  at  330  C  Street,  SW.,  Washington, 
D.C.  20201. 

(Sec.  1102,  49  Stat.  647  (42  UA.C.  1302)) 

((Catalog  of  Federal  Domestic  Assistance  Pro¬ 
gram  No.  13,714,  Medical  Assistance  Program) 

Dated:  December  19, 1973. 

James  S.  Dwight,  Jr., 
Administrator,  Social  and 
Rehabilitation  Service. 

Approved:  January  3, 1974. 

Caspar  W.  Weinberger. 

Secretary. 

1.  Section  250.20,  of  Part  250,  Chapter 
n.  Title  45  of  the  Code  of  Federal  Regu¬ 
lations  is  revised  to  read  as  follows: 

§  250.20  Review  of  utilization  of  care 

and  services. 

(a)  State  plan  requirements.  A  State 
plan  for  mescal  assistance  under  title 
XIX  of  the  Social  Security  Act  must: 

(1)  Provide  that  the  single  State 
agency  will  establish  such  methods  and 
procedures  relating  to  the  utilization  of 
care  and  services  under  the  plan  as  may 
be  necessary  to  safeguard  against  un¬ 
necessary  utilization  and  excess  pay¬ 
ments.  (i)  'These  procedures  shall  require 
that  each  participating  hospital  and 
skilled  nursing  facility  shall  have  a  utili¬ 
zation  review  plan  imder  which  a  group 
or  committee  of  qualified  professional 
health  personnel  shall  review,  hi  accord¬ 
ance  with  the  requirements  of  this  sec¬ 
tion,  the  appropriateness  and  quality  of 
care  and  services  furnished  to  recipients. 
The  group  or  committee  of  qualified 
health  professionals  referred  to  in  the 
preceding  sentence  shall  be  a  staff  com¬ 
mittee  of  the  facility  composed  of  two 
or  more  physicians,  with  or  without  par¬ 
ticipation  of  other  professional  personnel, 
or  a  group  outside  the  facility  which  is 
similarly  composed  and  established  by 
the  local  medical  or  osteopathic  society 
and  some  or  all  of  the  hospitals  and 
skilled  nursing  facilities  in  the  locality 
unless  the  State  agency  has  determined, 
under  conditions  to  be  promulgated  by 
the  Secretary,  that  in  the  particular  geo¬ 
graphic  area  served  by  the  facility  the 
review  of  utilization  can  be  more  effec¬ 
tively  performed  by  a  group  outside  the 
institution  which  is  similarly  composed, 
(ii)  Such  reviews  may  not  be  conducted 
by  medical  or  other  professional  person¬ 
nel  who  are  directly  responsible  for  the 
care  of  patients  whose  care  is  being  re¬ 
viewed  or  who  are  employed  by  or  finan¬ 
cially  interested  in  any  such  institution. 

(2)  Provide  that  the  single  State 
agency  is  responsible  for  monitoring  the 


review  of  utilization  of  care  and  services 
under  the  plan. 

(3)  Provide  that  the  medical  necessity 
for  quality  of  services  (except  for  services 
provided  by  Christian  Science  sanato- 
riums)  shall  be  evaluated  by  the  use  of 
reasimable  norms,  applied  on  at  least  a 
sample  basis  unless  otherwise  stated.  Re¬ 
view  of  utilization  for  all  services  pro¬ 
vided  under  the  plan  will  employ  meth¬ 
ods  appropriate  to  the  particular  item  of 
service.  Mechanisms  will  be  designed  to 
identify  both  provider  and  recipient  re¬ 
sponsibility  for  excessive  utilization. 
While  some  services  may  lend  themselves 
to  review  in  advance  of,  concurrently 
with,  and  subsequent  to  the  rendering  of 
care,  other  services  may  be  best  reviewed 
only  subsequently.  For  services  where  the 
measurements  apply  to  patterns  of  care 
rather  than  to  individual  episodes  of  care 
and  there  are  difficulties  inherent  in 
evaluating  medical  necessity  in  advance, 
a  retrospective  exception-identifying 
system  based  on  claims  payment  data 
will  be  most  appropriate  and  efficient. 
Ebiamples  of  data  useful  for  appraising 
utilization  are  number  of  physician 
visits,  dollar  amount  paid  to  providers, 
number  and  kind  of  prescriptions  re¬ 
lated  to  diagnosis,  number  of  injections, 
and  number  of  outpatient  visits.  The 
provisions  for  review  of  utilization  re¬ 
quired  by  this  paragraph  shall  not  be 
considered  adequate,  with  respect  to  in¬ 
patient  hospital  services  and  skilled 
nursing  facilities  services,  unless  they 
Include  the  specific  requirements  set 
forth  in  paragraphs  (a),  (4),  (5),  and 
(7)  of  this  section,  and  with  respect  to 
intermediate  care  facilities  services  the 
requirements  in  paragraphs  (a)  (6)  and 
(7)  of  this  section. 

(4)  Provide,  with  respect  to  utiliza¬ 
tion  review  of  inpatient  hospital  services 
(Including  such  services  in  institutions 
for  tuberculosis  or  mental  disease),  that 
no  later  than  four  months  from  the  ef¬ 
fective  date  of  this  regulation  each  hos¬ 
pital  providing  such  services  under  the 
medical  asssitance  plan  of  the  State  shall 
have  in  effect  a  utilization  review  plan 
for  the  purposes  of  paragraph  (a)(3) 
of  this  section  containing  each  of  the 
following  provisions: 

(!)  Prior  to  an  elective  admission  of 
an  eligible  individual  or  within  one  work¬ 
ing  day  following  the  day  of  the  emer¬ 
gency  admission  of  such  an  individual, 
such  individual’s  attending  or  admitting 
physician  shall  provide  for  review  by  the 
group  or  committee  responsible  for  con¬ 
ducting  the  utilization  review  function 
of  the  hospital  the  following  documen¬ 
tation: 

(A)  Identification  of  the  Individual 
and  physician; 

(B)  The  diagnosis  and/or  com¬ 
plaint  (s)  indicating  the  need  for  the 
admission; 

(C)  The  physician’s  plan  of  treat¬ 
ment; 

(D)  Date  of  admission  requested  (or 
actual  date  of  admission  in  the  case  of 
emergency)  and,  where  appropriate,  date 
of  operating  rcx>m  reservation; 

(E)  Such  supporting  material  (e.g.. 
recent  test  findlngB,  recent  case  history. 
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etc.)  as  such  group  or  committee  may 
deem  appropriate;  and 

(F)  Documentation  shall  be  submitted 
to  justify  every  emergency  admission. 

(ii)  Such  group  or  committee  shall  re¬ 
view  such  documentation  prior  to  admis¬ 
sion  if  an  elective  admission  is  involved, 
or  within  two  working  d£iys  following  ad¬ 
mission  if  an  emergency  admission  is  in¬ 
volved,  and  if  it  approves,  it  shall  certify 
such  admission  for  a  length  of  stay  in  the 
hospital  based  on  appropriate  length  of 
stay  data  selected  or  developed  by  the 
hospital  (usually  the  50th  percentile)  on 
length  of  stay  for  individuals  with  char¬ 
acteristics  (e.g.,  age,  diagnosis)  similar 
to  those  of  the  eligible  individual  (see 
paragraph  (a)  (4)  (iv)  of  this  section) . 

If  however,  such  group  or  committee  has 
reason  to  believe  that  the  admission  is 
or  was  not  medically  necessary,  it  shall 
so  notify  the  individual’s  attending  phy¬ 
sician  prior  to  admission  in  the  case  of 
an  elective  admission  or  within  two  work¬ 
ing  days  following  admission  in  the  case 
of  an  emergency  admission,  and  afford 
him  a  reasonable  opportunity  to  present 
his  views  before  it  makes  a  final  deter¬ 
mination.  If  the  final  determination  is 
that  medical  necessity  for  the  admission 
has  not  been  shown,  the  group  or  com¬ 
mittee  shall  notify  the  State  agency,  the 
hospital,  the  individual  and  his  attend¬ 
ing  physician  prior  to  admission  in  the 
case  of  an  elective  admission  or  within 
three  working  days  following  admission 
in  the  case  of  an  emergency  admission. 

(iii)  In  addition  to  the  review  specified 
in  paragraph  (a)  (4)  (ii) ,  such  group  or 
committee,  through  the  use  of  an  appro¬ 
priate  selection  technique,  shall  review 
on  a  timely  basis  an  adequate  number  of 
admissions  of  eligible  individuals  for  the 
purpose  of  giving  such  admissions  a 
closer  professional  scrutiny.  In  utilizing 
a  selection  technique,  the  group  or  com¬ 
mittee  must  assure  that  the  process  will 
yield  a  sufficient  number  of  cases  to  as- 
sme  statistical  validity  including  cases 
Involving  questionable  diagnosis,  treat¬ 
ments,  or  specific  diagnoses  that  are  as¬ 
sociated  with  high  costs  or  the  frequent 
furnishing  of  excessive  services,  and  ad¬ 
missions  by  physicians  for  whom  close 

*  professional  scrutiny  is  appropriate  be¬ 
cause  of  their  questionable  patterns  of 
care. 

(iv)  Cmrent  and  reUable  data  as  to  the 
duration  of  stay  in  the  hospital  by  in¬ 
dividuals  of  similar  characteristics  (e.g., 
age,  diagnosis)  wlU  be  used  to  assign, 
to  each  case  involving  an  admission  of 
an  eligible  individual,  the  date  such  case 
will  be  reviewed  to  determine  whether 
medical  necessity  for  further  stay  in  the 
hospital  exists. 

The  hospital  must  clearly  demonstrate 
that  such  data  will  be  used  in  the  manner 
described  in  the  succeeding  subdivisions 
of  this  paragraph. 

(A)  Prior  to  the  expiration  of  the  pe¬ 
riod  for  which  an  admission  is  certified 
(see  paragraph  (a)  (4)  (ii)  of  this  sec¬ 
tion),  the  physician  members  of  the 
group  or  committee  responsible  for  con¬ 
ducting  the  utilization  review  fimctlon 
of  the  hospital  shall  make  a  finding  based 


upon  documentation  submitted  by  the  in¬ 
dividual’s  attending'  physician  as  to 
whether  a  further  stay  in  the  hospital 
by  the  individual  is  medically  necessary. 

If  the  individual’s  further  stay  is  w- 
proved  as  being  medically  necessary,  the 
duration  of  such  further  stay  shall  be 
certified,  on  the  basis  of  the  data  spe¬ 
cified  in  paragraph  (a)  (4)  (ii)  of  this 
section,  for  such  period  of  time  as  such 
group  or  committee  deems  it  appropri¬ 
ate;  at  the  expiration  of  such  further 
stay,  such  case  shall  be  reviewed  in  like 
manner  with  such  review  being  repeated 
so  long  as  medical  necessity  for  the  stay 
exists. 

(B)  If,  after  opportimity  for  consulta¬ 
tion  is  given  an  individual’s  attending 
physician,  the  physician  members  of  the 
group  or  committee  find  that  a  further 
stay  in  the  hospital  is  not  medically  nec¬ 
essary,  written  notice  of  such  finding 
shall  be  given  to  the  hospital,  the  at¬ 
tending  physician,  and  the  individual 
immediately  after  such  finding  is  made. 
Except  for  an  exceptional  case,  such  no¬ 
tice  must  be  given  no  later  than  one  day 
after  the  expiration  of  the  certified 
period. 

(C)  In  addition  to  review  in  each  case 
as  specified  in  paragraph  (a)  (4)  (iv)  (A) 
and  (B)  of  this  section,  the  group  or  com¬ 
mittee  will  analyze  its  findings  in  such 
cases  and  take  appropriate  action  to  cor¬ 
rect  any  deficiencies  in  the  process  of 
review  of  cases  of  extended  duration, 
such  as  performing  special  medical  care 
evaluation  studies,  review  and  revision 
of  the  hospital’s  discharge  planning  pro¬ 
gram,  and  coordination  of  utilization  re¬ 
view  with  other  hospital  staff  activities. 

(V)  The  procedures  established  xmder 
the  approved  State  plan  provisions  re¬ 
quired  imder  paragraphs  (a)(l)(i)  and 
(a)  (4)  (1)  through  (iv)  of  this  section 
may  be  waived  by  the  Secretary  if  the 
State  agency  demonstrates  to  his  satis¬ 
faction  that  it  will  substitute  alternative 
procedures  which  are  superior  in  their 
effectiveness.  Among  the  criteria  which 
the  Secretary  will  consider  in  granting 
such  a  waiver  are: 

(A)  the  susceptibility  of  the  substituted 
procedures  for  £q>plication  to  Medicare 
as  well  as  Medicaid,  and  (B)  their  con¬ 
sistency  with  the  development  of  Profes¬ 
sional  Standards  Review  (Organizations. 

(5)  Provide,  with  respect  to  utilization 
review  of  skilled  nursing  facility  services 
(excluding  Christian  Science  sanatorl- 
ums),  that  no  later  than  four  months 
from  the  effective  date  of  this  regula¬ 
tion  each  skilled  nursing  facility  provid¬ 
ing  such  services  imder  the  medical  as¬ 
sistance  plan  of  ttie  State  shall  have  in 
effect  a  utilization  review  plan  for  the 
purposes  of  paragraph  (a)  (3)  of  this  sec¬ 
tion  containing  each  of  the  following 
provisions: 

(1)  The  group  or  committee  responsi¬ 
ble  for  conducting  the  utilization  review 
function  of  the  facility  shall  review  prior 
to  the  admission  of  an  eligible  individual, 
or  no  later  than  the  day  of  admission  in 
the  case  of  an  eligible  individual  admitted 
within  14  days  of  discharge  from  a  hos- 
pltfJ,  the  certification  submitted  by  the 
physician  as  required  under  paragraph 


(a)  (7)  (i)  of  this  section  and  determine 
whether  such  individual  needs  on  a  daily 
basis  skilled  nursing  care  (provided  di¬ 
rectly  by  or  reqiilring  the  supervision  of 
skilled  nursing  perscmnel)  or  other 
skilled  rehabilitation  services,  which  as 
a  practical  matter  can  only  provided 
in  a  skilled  nursing  facility  on  an  in¬ 
patient  basis.  In  the  case  of  an  indi¬ 
vidual  who  applies  for  medical  assistance 
while  in  a  skilled  nursing  facility,  such 
review  shall  occur  prior  to  the' authoriza¬ 
tion  of  payment. 

(ii)  'Where  the  group  or  committee  de¬ 
termines  that  the  individual’s  care  con¬ 
stitutes  skilled  nursing  facility  services, 
it  shall  schedule  the  case  for  a  follow-up 
review  in  accordance  with  the  provisiwis 
of  20  CFR  405.1137(d)  (2) . 

(iii)  "Where  the  group  or  committee 
determines  that  the  care  needed  by  the 
individual  does  not  constitute  skilled 
nursing  facility  services,  it  shall  promptly 
notify  the  State  agency,  and  the  indi¬ 
vidual’s  attending  physician  in  writing 
prior  to  the  date  of  admission,  or  in  the 
case  of  an  individual  applying  for  medical 
assistance  while  in  such  facility,  prior 
to  authorization  of  payment,  and  afford 
him  a  reasonable  opportunity  to  present 
his  views  before  a  final  determination  is 
made.  If  the  final  determination  is  that 
medical  necessity  has  not  been  shown,  the 
group  or  committee  shall  notify  the  State 
agency,  the  facility,  the  individual  and 
his  attending  physician  prior  to  the  date 
of  admission,  except  that  in  case  of  an 
individual  transferred  from  a  hospital 
or  admitted  within  14  days  of  discharge 
from  a  hospital,  such  notification  shall  be 
made  not  later  than  2  days  after  admis¬ 
sion,  or,  in  the  case  of  an  individual  who 
applies  for  assistance  while  in  the  fa¬ 
cility,  prior  to  the  authorization  of 
payment. 

(iv)  If  the  group  or  committee  has  a 
reasonable  doubt  as  to  whether  the  in¬ 
dividual  needs  such  care  (whether  such 
doubt  arises  at  admission  or  during  the 
individual’s  stay  in  the  facility) ,  it  shall 
promptly  submit  medical  information  to 
the  State  agency  prior  to  admission,  or, 
in  the  case  of  a  patient  admitted  within 
14  days  of  discharge  from  a  hospital,  no 
later  than  2  days  after  admission,  or,  if 
later,  the  date  such  group  or  committee 
has  such  reasonable  doubt  and  requests 
the  determination  of  the  State  agency  as 
to  whether  the  individual  needs  such 
services  and,  if  so,  an  appropriate  review 
date. 

(V)  On  or  before  the  end  of  a  period 
approved  in  accordance  with  paragraphs 
(a)  (5)  (ii)  or  (iv)  of  this  section,  the 
physician  members  of  the  group  or  com¬ 
mittee  shall  make  a  finding  as  to 
whether  the  Individual  continues  to  need 
skilled  nursing  facility  services  based 
upon  documentation  submitted  by  the 
individual’s  attending  physician.  Where 
a  finding  is  made  that  the  individual 
continues  to  need  such  services,  an  addi¬ 
tional  stay  will  be  approved  for  such 
dTiration  as  the  group  or  committee 
deems  appropriate,  provided  that  reviews 
are  made  at  least  every  30  days  for  the 
first  90  days  and  at  least  every  90  days 
thereafter.  Reviews  will  be  performed 
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and.  where  appropriate,  additional  stays 
of  speclflc  duration  will  be  wiproved  at 
or  before  the  end  of  this  period,  and  any 
subsequent  a]n>roved  periods. 

(vl)  If.  after  oi^rtunlty  for  consulta- 
tl(m  is  the  individual’s  attending 

physician,  the  phsrslclan  members  of  the 
group  or  committee  determine  that  the 
individual  no  longer  needs  skilled  nurs¬ 
ing  facility  services,  final  written  notifi¬ 
cation  of  such  findings  shall  be  made  to 
the  facility,  the  attending  physician  and 
the  individual  no  later  than  one  day 
after  approved  period. 

(vii)  The  procedures  established  under 
the  approved  State  plan  provisions  re¬ 
quired  under  paragraphs  (a)  (1)  (1)  and 
(a)(5)  (1)  through  (v)  of  this  section, 
may  be  waived  by  the  Secretary  if  the 
State  agency  demonstrates  to  his  satis¬ 
faction  that  it  will  substitute  alternative 
procedures  which  are  superior  in  their 
effectiveness.  Among  the  criteria  which 
the  Secretary  will  consider  in  granting 
such  a  waiver  are 

(A)  the  susceptibility  of  the  substi¬ 
tute  procedures  for  application  to  Medi¬ 
care  as  well  as  Medicaid,  and 

(B)  their  consistency  with  the  devel- 
oiunent  of  Professional  Standards  Re¬ 
view  Organizations. 

(6)  Provide  with  respect  to  utilization 
review  of  intermediate  care  facility  serv¬ 
ices  that,  no  later  than  four  months 
from  the  effective  date  of  this  regiilation. 
each  intermediate  care  facility  providing 
such  services  under  the  medic^  assist¬ 
ance  plan  of  the  State  shall  have  in 
effect  a  utilization  review  plan  for  the 
purposes  of  paragraph  (a)  (3)  of  this 
section  which  provides  for  timely  review 
of  the  necessity  for  admission  and  con¬ 
tinued  stay  of  each  patient  or  resident 
by  medical  and  other  professional  per¬ 
sonnel  who  are  not  themselves  directly 
responsible  for  the  care  of  the  patient 
or  resident  and  who  are  not  employed 
by.  or  financially  interested,  in  any  such 
institution.  Such  reviews  of  the  necessity 
for  admission  must  occur  prior  to  admis¬ 
sion  or  authorization  of  pa3mient.  and 
reviews  of  the  need  for  continued  stay 
must  occur  at  least  every  90  days.  Re¬ 
views  which  meet  the  requirements  for 
independent  professional  review  (see 
§  250.24  (proposed)  of  this  chapter)  may 
be  accept^  as  meeting  this  requirement 
for  the  calendar  quarter  in  which 
conducted. 

(7)  Provide  with  respect  to  utilization 
review  of  Inpatient  hospital  services, 
skilled  nursing  facility  services  (exclud¬ 
ing  Christian  Science  sanatoriums)  and 
Intermediate  care  facility  services,  that 
each  hospital,  skilled  nursing  and  inter¬ 
mediate  care  facility  providing  such  serv¬ 
ices  under  the  medical  assistance  plan 
of  the  State  shall  have  in  effect  a  utiliza¬ 
tion  review  plan  for  the  purposes  of  para¬ 
graph  (a)  (3)  of  this  section  containing 
each  of  the  following  provisions: 

(i)  Certification  by  a  physician  for 
each  patient  or  resident  at  or  before  the 
time  of  admission,  or.  if  later,  the  time 
the  individual  sq^lles  for  medical  assist¬ 
ance  under  the  State  plan  (and  recertl- 
ficatlcm  at  least  every  60  days  where  such 


services  are  furnished  over  a  period  of 
time) ,  that  such  services  are  or  were  re¬ 
quired  to  be  given  on  an  inpatient  basis 
because  the  individual  needs  or  needed 
such  services.  Compliance  with  the  pro¬ 
visions  for  medical  review  pursuant  to 
§  250.23(a)(1),  and  with  the  provisions 
for  comprehensive  medical,  social,  and 
psychological  evaluation  pursuant  to 
§  250.24(a)  (1)  (1)  (proposed),  of  this 
chapter  is  deemed  to  meet  the  require¬ 
ment  for  certification  fw  skilled  nurs¬ 
ing  facility  and  mental  hospital  services, 
and  intermediate  care  facility  services, 
respectively. 

(ii)  For  each  patient  or  resident  a 
written  plan  of  care  established  and  re¬ 
viewed  at  least  every  60  days  by  a  physi¬ 
cian  covering  such  factors  as  orders  for 
medications,  treatments,  restorative 
services,  diet,  and  plans  for  continuing 
care  and  discharge  entered  in  the  pa¬ 
tient’s  or  resident’s  record.  The  written 
plan  of  care  required  for  patients  under 
S  250.23(a)  (1),  and  residents  under 
S  250.24(a)  (1)  (i)  (proposed),  of  this 
chapter  is  deemed  to  meet  this  require¬ 
ment  for  skilled  nursing  facility  and 
mental  hospital  services,  and  intermedi¬ 
ate  care  facility  services,  respectively. 

(8)  Provide  that,  as  a  condition  of  par¬ 
ticipation  for  inpatient  hospitals  (includ¬ 
ing  tuberculosis  and  ments.!  hospitals) 
and  skilled  musing  facilities  (excluding 
Christian  Science  sanatoriums),  there 
shall  be  in  operation  a  utilization  review 
plan  which  meets  the  requirements  of 
section  1861  (k)  of  the  Social  Security  Act 
(with  the  same  standards  and  procedures 
and  the  same  review  committ^  or  group 
if  ttie  Institution  participates  \mder  title 
XVin).  The  conditions  of  this  require¬ 
ment  may  be  waived  by  the  Secretary  if 
the  State  agency  demonstrates  to  his  sat¬ 
isfaction  that  it  has  in  operation  utiliza¬ 
tion  review  procediues  which  are  superior 
in  their  effectiveness  to  the  procedures 
required  imder  section  1861  (k)  of  the 
Act.  Such  utilization  review  procedures 
need  not  be  in  (^ration  with  respect  to 
all  skilled  mu*si^  facilities  or  hospitals 
under  the  State’s  title  XIX  plan  at  the 
time  that  a  waiver  is  request^  from  the 
Secretary.  A  State  may  apply  for  a  waiver 
at  any  time  when  it  has  such  procedures 
in  operation,  whether  on  a  demonstra¬ 
tion  basis  or  otherwise.  Any  hospitals  and 
skilled  nursing  facilities  participating 
imder  the  State’s  title  XIX  plan  which 
are  not  covered  by  any  such  waiver 
granted  by  the  Secretary  must  (ujntlnue 
to  meet  the  requirements  of  section  1861 
(k)  of  the  Act.  Waiver  criteria  Include 
those  specified  in  paragraph  (a)  (4)  (v) 
and  (5)  (vl)  of  this  section. 

(9)  Provide  that  in  all  cases  where 
providers  are  found  to  furnish  unneces¬ 
sary  or  inferior  services  or  where  recipi¬ 
ents  are  foimd  consistently  to  utilize  pro¬ 
vider  services  unnecessarily,  the  single 
State  agency  will  take  appropriate  cor¬ 
rective  action. 

(10)  Provide  that  the  single  State 
agency  will  maintain  a  written  descrlp- 
tlcm  of  the  evaluaticm  procedures  and 
activities  for  each  item  of  service,  includ¬ 
ing  norms,  required  by  paragraphs  (a) 


(3),  (4).  (5).  (6)  and  (7)  of  this  section. 
This  provision  is  waived  with  req^ect  to 
utilization  review  conducted  by  commit¬ 
tees  organized  pursuant  to  secticMi 
1861 (k). 

(11)  Provide  for  an  agre^ent  between 
the  single  State  agency  and  the  State 
health  agency,  or  other  appropriate 
State  medical  agency,  whereby  such 
health  agency  or  medical  agency  is  re¬ 
sponsible  for  establishing  a  plan  for  the 
review  by  at^ropriate  professicmal  health 
personnel  of  the  appropriateness  and 
quality  of  care  and  services  furnished  to 
recipients  imder  the  plan,  in  order  to 
provide  guidance  with  respect  thereto  in 
the  administration  of  the  plan  to  the 
single  State  agency  described  in 
§  205.100(a)  or,  where  applicable, 

S  205.100(b)  (2),  of  this  chapter. 

(b)  Federal  financial  participation. 
(1)  Federal  financial  participation  is 
available  for  the  costs  of  utilization  re¬ 
view,  in  accordance  with  the  conditions, 
and  at  the  rates,  applicable  under  title 
XIX. 

(2)  Effective  July  1.  1973,  after  an 
Individual  has  received  care  as  an  in- 
(xatient  in  a  ho^ital  (including  an  insti¬ 
tution  for  tuberculosis),  skilled  nursing 
facility  or  intermediate  care  facility  (ex¬ 
cluding  Christian  Scioice  sanatoriums) 
on  60  days  or  in  a  hospital  for  mental 
diseases  on  90  days  (whether  or  not  such 
days  in  any  such  institution  are  consecu¬ 
tive),  during  any  fiscal  year,  which  for 
purposes  of  this  section  means  the  four 
calendar  quarters  ending  with  June  30, 
the  Federal  medical  assistance  percent¬ 
age  with  respect  to  amounts  paid  for  any 
such  care  furnished  thereafter  to  such 
individual  in  the  same  fiscal  year  shall 
be  decreased  by  33  Va  percentum  imless 
the  State  agency  responsible  for  the  ad- 
ministrati(m  of  the  plan  makes  a  showing 
satisfactory  to  the  Administrator  that, 
with  respect  to  each  calendar  quarter  for 
which  the  State  submits  a  request  for 
payment  at  the  full  Federal  medical  as¬ 
sistance  percentage  for  amounts  paid  for 
inpatient  hospital  services  (Including 
tuberculosis  hospitals),  skilled  nursing 
facility  services,  or  intermediate  care 
facility  services  furnished  beyond  60 
days,  or  for  inpatient  mental  hospital 
services  furnished  beyond  90  days,  there 
is  in  operaticm  in  the  State  an  effective 
program  of  control  over  utilization  of 
such  services. 

(i)  A  satisfactory  showing  must  be  evi¬ 
denced  by  the  State  ofSclal  responsible 
for  administering  or  supervising  the  ad¬ 
ministration  of  the  State  plan  certifying 
each  calendar  quarter  for  which  the 
State  requests  Federal  financial  par¬ 
ticipation  at  the  full  Federal  medical 
assistance  percentage  in  pasmients  for 
institutional  services  describe  in  para¬ 
graph  (a)  (4),  (5).  (6)  and  (7)  of  this 
section,  that  there  is  in  operation  an 
effective  program  of  control  over  utiliza¬ 
tion  of  such  institutlcmal  services  which 
complies  with  the  requirements  of  para¬ 
graph  (a)  of  this  section  and  IS  250.23 
and  250.24  (proposed)  of  this  chapter. 

(ii)  The  certification  must  Include  a 
description  of  the  method  used  for  assur- 
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ing  that  records  are  available  which 
show  the  number  of  days  each  individual 
has  received  Institutional  services  de¬ 
scribed  in  paragraph  (a)  (4),  (5),  (6) 
and  (7)  of  this  section,  and  which  are 
available  for  review  by  Federal  ofd- 
cials.  In  determining  the  number  of  such 
days,  there  shall  not  be  counted  any  days 
with  respect  to  which  such  individual  is 
entitled  to  have  payments  made  (in 
whole  or  in  part)  on  his  behalf  under 
section  1812  of  the  Social  Security  Act. 

(ill)  The  Administrator  will  conduct 
sample  onsite  surveys  of  compliance  in 
private  and  public  institutions  in  which 
recipients  of  medical  assistance  have  re¬ 
ceived  care  and  services  under  the  State’s 
plan.  He  will  make  the  findings  with  re¬ 
spect  to  such  surveys  (as  well  as  the 
showings  of  the  State  agency  required 
under  this  paragraph)  available  for  pub¬ 
lic  inspecticm. 

(iv)  The  Administrator  on  finding  that 
there  is  not  in  operation  an  effective  pro¬ 
gram  of  control  over  utilization  of  insti¬ 
tutional  services  as  required  by  para¬ 
graph  (a)  of  this  section  and  S§  250.23 
and  250.24  (proposed)  of  this  chapter 
will  reduce  by  33  Vi  percentum  the 
amounts  claimed  by  the  State  agency  for 
sendees  received  by  individuals  in  insti¬ 
tutions  in  excess  of  the  number  of  days 
specified  in  this  paragraph  (b)  (2) .  The 


Administrator  will  estimate  the  amoimt 
which  the  State  agency  has  inappro¬ 
priately  claimed  during  the  period  it 
failed  to  have  in  operation  an  effective 
program  of  ccxitrol  over  utilization  of  in¬ 
stitutional  services  and  direct  the  State 
agency  to  make  proper  adjustments  for 
that  amount  on  its  next  statement  of 
expenditures.  This  estimated  amount 
may  later  be  adjusted  if  the  State  agency 
determines  to  the  satisfaction  of  the  Ad¬ 
ministrator  the  exact  amount  which 
was  Inappropriately  claimed.  All  subse¬ 
quent  claims  by  the  State  shall  be  simi¬ 
larly  reduced  until  such  time  as  the  Ad¬ 
ministrator  finds  that  the  State  has  in 
operation  an  effective  program  of  control 
over  utilization  of  such  services. 

(V)  Services  fimiished  pursuant  to  a 
contract  with  a  health  maintenance 
organization  as  defined  in  section  1876 
of  the  Act  are  exempt  from  the  provi¬ 
sions  of  this  paragraph  (b)  (2) . 

(3)  Effective  July  1.  1973,  Federal  fi¬ 
nancial  participation  is  not  available 
with  respect  to  any  amount  expended  for 
care  or  services  furnished  under  the  plan 
by  a  hospital  or  skilled  nursing  facility 
(excluding  (Christian  Science  sanatori- 
ums)  unless  such  facility  has  in  effect  a 
utilization  review  plan  which  meets  the 
requirements  of  section  1861  (k)  of  the 
Act  (with  the  same  standards  and  pro¬ 


cedures  and  the  same  review  committee 
or  group  if  the  hospital  or  skilled  nurs¬ 
ing  facility  participates  under  title 
XVni).  The  conditions  of  this  para¬ 
graph  (b)(3)  may  be  waived  by  the  Sec¬ 
retary  if  the  State  agency  demonstrates 
to  his  satisfaction  that  it  has  in  opera¬ 
tion  utilization  review  procedmes  which 
are  superior  in  their  effectiveness  to  the 
procedures  required  imder  section  1861 
(k)  of  the  Act.  Such  utilization  review 
procedmes  need  not  be  in  operation  with 
respect  to  all  skilled  nursing  facilities  or 
hospitals  under  the  State’s  title  XIX  plan 
at  the  time  that  a  waiver  is  requested 
from  the  Secretary.  A  State  may  apply 
for  a  waiver  at  any  time  when  it  has 
such  procedures  in  operation,  whether  on 
a  demonstration  basis  or  otherwise.  Any 
hospitals  and  skilled  nursing  facilities 
participating  imder  the  State’s  title  XEX 
plan  which  are  not  covered  by  any  such 
waiver  granted  by  the  Secretary  must 
continue  to  meet  the  requirements  of 
section  1861  (k)  of  the  Act. 

§  250.23  [Amended] 

2.  Paragraph  (b)  (2)  of  §  250.23,  Chap¬ 
ter  n,  title  45  of  the  Code  of  Federal  Reg¬ 
ulations  is  revoked  and  paragraph  (b)  (1) 
is  redesignated  as  paragraph  (b) . 

[FB  Doc.74-672  PUed  l-8-74;8:45  am] 


FEDERAL  REGISTER,  VOL.  39,  NO.  6— WEDNESDAY,  JANUARY  9,  1974 


MICROFILM  EDITION 

FEDERAL  REGISTER 

35mm  MICROFILM 


Complete  Set  1936-71,  202  Rolls  $1,439 


Vol. 

Year 

Price 

Vol. 

Year 

Price 

Vol. 

Year 

Price 

1 

1936 

$7 

13 

1948 

$28 

25 

1960 

$49 

2 

1937 

12 

14 

1949 

22 

26 

1961 

44 

3 

1938 

8 

15 

1950 

28 

27 

1962 

46 

4 

1939 

14 

16 

1951 

44 

28 

1963 

50 

5 

1940 

14 

17 

1952 

41 

29 

1964 

54 

6 

1941 

21 

18 

1953 

30 

30 

1965 

58 

7 

1942 

37 

19 

1954 

37 

31 

1966 

60 

8 

1943 

53 

20 

1955 

41 

32 

1967 

69 

9 

1944 

42 

21 

1956 

42 

33 

1968 

55 

10 

19^5 

47 

22 

1957 

41 

34 

1969 

.  62 

11 

1946 

47 

23 

1958 

41 

35 

1970 

59 

^12 

1947 

24 

24 

1959 

42 

36 

1971 

97  . 

Order  Microfilm  Edition  from  Publications  Sates  Branch 
National  Archives  and  Records  Service 
Washington,  D.C.  20408 


Published  dally,  Monday  through  Friday  (no  publication  on  Saturdays,  Sundays,  or 
on  official  Federal  holidays) ,  by  the  Office  of  the  Federal  Register,  National  Archives  and 
Records  Service,  General  Services  Administration,  Washington,  D.C.  20408,  pursuant  to 
the  authority  contained  In  the  Federal  Register  Act,  approved  July  26,  1036  (49  Stat.  600, 
as  amended;  44  U.S.C.,  Ch.  16),  under  regulations  prescribed  by  the  Administrative  Committee  of  the  Federal  Register,  approved  by  the 
President  (1  CFR  Ch.  I).  Distribution  Is  made  only  by  the  Superintendent  of  Documents,  XJ.S.  Government  Printing  Office,  Washington, 
D.C.  20402. 

The  Federal  Register  provides  a  uniform  system  for  filing,  publishing,  and  Twaking  available  to  the  public,  regulations  and  legal 
notices  Issued  by  the  Executive  Branch  of  the  Government.  These  Include  Presidential  proclamations  and  Ebcecutlve  orders  and  Federal 
agency  documents  having  general  applicability  and  legal  effect,  documents  required  to  be  published  by  Act  of  Congress  and  other  Federal 
agency  documents  of  public  interest. 

The  Federal  Register  will  be  furnished  by  mall  to  subscribers,  free  of  postage,  for  $2.60  per  month  or  $26  per  year,  payable  In 
advance.  The  charge  for  Individual  copies  Is  20  cents  for  each  Issue,  or  20  cents  for  each  group  of  pages  as  actually  bound.  Remit  check  or 
money  order,  made  payable  to  the  Superintendent  of  Documents,  XJJ3.  Government  Printing  Office,  Washington,  D.C.  20402. 

There  are  no  restrictions  on  the  republlcatlon  of  material  appearing  In  i,he  Federal  Register. 


'  d 


C 


